
VIRGINIA:
BEFORE THE VIRGINIA GAS AND OIL BOARD

IN RE:

Application of Oxy USA, Inc.
for Iorced Pooling of'nterests in a Drilling Unit
Affected by Well Number E-36, VGOB 1010-39 in the

Garden Eagisterial District of Buchanan County, Virgin:.a

This cause came on this 11th day of October, 1990, upon the

applicaticn of Oxy USA, Inc. requesting that this Board pool the

interests of well operators in the 80-acre (plus a tolerance of

15%) dail:.ing units established for the Oakwood CoalbecI Methane

Field i.n the Garden Magisterial District of Buchanan County,

Virginia. Notice of the filing of the application here:.n and of

the time, date and place of the hearing thereon was tuly and

properly c iven to each well operator of record having an interest

in the occluded coalbed methane gas below the Tiller sean of coal

underl>inc the tracts within the drilling unit covered hereby as

required hy Section 45.1-361.19of the Code of Virginia 1950 as

amended . The Board examined the Notice as given and, further

conducted inquiry into the sufficiency of Oxy USA, Inc.'s search

to determ:.ne the names and whereabouts of well operators who may

be affected by the pooling of occluded coalbed methane i,as below

the Tillei seam of coal in the drilling unit involved heriiin. The

Board fine.s that Oxy USA, Inc. has exercised due diligencii and has

conducted a meaningful search of reasonably available scurces at

hand. The Board hereby approves the notice given, by pu.lication

and othem ise, as meeting the statutory requirements, ruins of the

Board and minimum standards of state and federal due pro:ess, and
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finds that notice has been given in all respects as requirid by law

and the rules of this Board.

Ashland Exploration Properties, Inc., Lon B. Rogers and the

lon B. Rogzrs/Bradshaw Trust, appeared by counsel, and oh lected to
unitization of interest in this proposed drilling unit. '.'.he basis
of'heir objection was that Oxy USA, Inc. had no staiiding to
request involuntary unitization. Objections contended th~it Oxy is
not a cia:.mant within the meaning of Section 45.1-361.2','of the

Code of Virginia.

The Eoard is of the opinion that the provisions of Section

45.1-361.22 should be construed broadly. This broad construction

is necessary to recognize that there may be conflicting OLaims to
the owrier~ <hip of occluded coalbed methane gas. The firginia
General Assembly recognized that conflicting claims to omership

could potisntially prevent development and production of this
resourcz. Section 45.1-361.22 addresses this problem az L allows

for devulozment and production of occluded coalbed methan» pending

resolut Lon of ownership.

Accoriingly, based upon the evidence presented, t:.e Board

finds that Oxy USA, Inc. is a claimant within the me.ning of
Section 45.1-361.22, to occluded coalbed methane interesl:s below

the Til.Ler seam of coal in the drilling unit as describeil on the

map, whic? is attached hereto as Exhibit "A" and made. a part
hereof, and has the right to conduct operations on its i>ccluded

coalbed meChane interests. Based on the evidence presenl:ed, the
Board finds that the following named persons may be oiiners of



occlud coalbed methane interests below the Tiller semi of coal

which are not subject to any lease and who have not volikntarily

agreed ".o j)ool their interests in the drilling unit involvii d herein

for its development and operations

2)i

Lon B. Rogers, 300 East Main Street, Lexington, ( 40507;

The Lon B. Rogers/Bradshaw Trust, Fon B. airs, II,
I'rustee, 300 East Main Street, Lexington, KY ])507;

and th)
coalbed

t ice following named persons may be owners of'ccluded

methane gas interests below the Tiller seam of cokiL, which

are heli pursuant to a lease or other agreement, in the irilling

unit invol red herein who have not voluntarily agreed to pciel their

interes s in this unit for its development and operation:

2)

Ba)e

order

Ilshland Exploration, Inc. P. 0. Box 391, Ash and, KY
L1114.

d upon the evidence presented, the Board finds :hat, in

id th e drilling of unnecessary wells, prescient the

various types of waste and protect the correlative righti of all
owners nd potential owners of occluded coalbed methane its with

respect, tc the drilling unit involved herein, the oknisrs and

potenti 1 iwners of occluded coalbed methane gas involved irho have

dkvelopment of this drilling unit, upon the tkirms andcoal in

conditiJ

are fou

cause,

ns set out in this order, all of which terms and coiditions

d, after consideration of the evidence presented in this
o be supported by substantial evidence and to hs just,

not heretoi'ore reached an agreement with respect to develop,kent and

operaticin of the drilling unit covered hereby shall be reqiiired to

pool thkiir coalbed methane gas interests below the Tiller seam of
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reason/

coalbe

opport

produc

14 and equitable and such as will afford each occluded

mothane gas owner and potential owner in this nit the

ity to recover or receive just and equitable ilare of

os from this unit.

ed upon the evidence presented at the public he Lring in

this ter, the Virginia Gas and Oil Board orders as folLows:

Pending resolution of issues with respect to p )tential(I
conflic) inZ claims of ownership of the occluded coalbed methane

financi 1 Lnstitution into which the payment for costs or l)roceeds

attribu able to the conflicting interest shall be depos; ted and

held fo) tee benefits of claimants;

[b) Deposit into the escrow account any money paid by

c]aiming a contested ownership interest as a part ,ipating

's share of costs payable pursuant to the provi!ions of

a perso

operato

Section, 45, 1-361.21,paragraphs 5.A.(i) and 5.B.(i) of this Board's

Order;

gae, thI o:al d d o lh d aethaae g ~ well peratar thai),

(a) Establish an interest-hearing escrow account at a

C

,'c) Deposit into the escrow account one-eight), of all

proceed) c,ttributable to the conflicting interests p',.us all
in excess of ongoing operational expenses attribul,able to

ip<iting or non»participating operator; and

id) Submit to the State Gas and Oil Inspector q:arterly

proceed

a parti

stateme ts reflecting the status of funds deposited into t':e E-36,

VGOB I/10"39 escrow account, including sums alloca ~le to
product on, royalty payments and interest. The operator say not
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use f s deposited into this escrow fund for any purpose. Upon

resol

petit
r of. conflicting claims of ownership, the opez stor may

the Board for an Order to disburse funds.

Within 30 days of receipt of a certified copi of the

of prin)
in para/

(3)
pooling

d... i<

ipil and accrued interest from the escrow account ci ascribed

aph 1 above to all persons legally entitled thea <to.

liny person who does not make an election un.er this

order shall be deemed, subject to a fina.'. legal

i.nterestation of ownership, to have leased his gas or oil
to the )oaLbed methane gas well operator.

(4) %e interests of well operators, as named above, in this

final 1legnl determination of entitlement or upon recei,it of an

agreeme)t signed by all claimants, the Board shall order payment

80-acre

lands i
hereby

USA, In

(w i.th a tolerance of 15%) drilling unit establishe l in the

vo.'.ved herein for the Oakwood Coalbed Methane Gas l.eld are

oo.'.ed for the development and operation of this uz Lt. Oxy

is hereby authorized to drill, complete and o,crate a

well in tliis drilling unit so as to produce occluded coalbed

methane gas from the pooled acreage, consistent with the tiirms and

provisi)ns of its applicable well work permit and the Oakwood 4 Field

Rules.

(5) )',ach owner or potential owner of occluded coalbed methane

gas bel

USA, In

this Or

1,he Tiller seam of coal involved herein, other (han Oxy

shall, within 30 calendar days after the date of mailing

r, deliver to Oxy USA, Inc., P. O. Drawer Q, Rii,hlands,

C
VA 24634, a written election either to participate in the o],aration
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of the well covered hereby or to exercise such well ol,erator's

right Cf olection under this order as described below. A timely

election shall be deemed to have been made if a well opsirator on

or befog the last day of such 30 calendar day period has sent such

written'lection by telegram or telegraph to Oxy USA, In<,'. or has

had su+ written election duly postmarked and has plai:ed such

written, election in the United States mail, first class, postage

prepaid, duly addressed to Oxy USA, Inc. at the address s st forth

above. Tlute alternatives afforded to the well operators herein

pooled aru set forth in either A or B, below, whicliever is
applicable.

(A) Each occluded coalbed methane gas well ope).'stor or

potentihl irell operator herein pooled owning an interest s,s to the

occluded ci>albed methane gas below the Tiller seam of coal derived

from a

crease

covering any tract within the drilling unit ..nvolved

herein is Lccorded the following options as to such interiists

(i) :)articinations To participate in the working :,nterest

in and the development of the occluded coalbed methane g!s below

the Tiller seam of coal in the drilling unit involved hiirein by

agreeing tv pay such well operator's proportionate part of the

actual post of drilling, completing, equipping, operating,,lugging

and abagdo,sing of the well covered hereby and by payinq as set
forth helrein, to Oxy USA, Inc., such owner's proportionate part of

the $221',945.00 estimated cost of drilling, completing, ecp,ipping,

operate, plugging and abandoning of the proposed well covered

hereby. In lieu of such payment, furnishing to Oxy UE,L, Inc.
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security !satisfactory to Oxy USA, Inc. for the payment thereof

within l45 calendar days of the date of this order. A part:icipating

well os, itor ' proportionate part of the anticipated cost of

completior and share of the production from such well shall be in

the pre!jpo>tion that the number of net mineral acres in Ae unit

coveredi b> the occluded coalbed methane gas rights owned by such

party b4ars to the entire number of mineral acres in this wit; or

(i4) Carried interest: In lieu of participating in the

working interest in and the development of the pool in this

drilling unit, as set forth in subparagraph (i) above, to elect to

share iU tee operation of the well covered on a carried k Leis (as

a carried well operator) so that the proportionate par!; of the

actual cos1: of drilling, completing, equipping, operating, I>lugging

and abSndkinlng of such well allocable to such carri ad well

operator's interest is charged against such carried well opiirator's

share of production from such well. All of such carr.led well

operator's occluded coalbed methane gas rights below thi! Tiller

seam of coul in the pool in the drilling unit involved he! ein are

relinquished under this order to Oxy USA, Inc. until the Iiroceeds

from thl s ale of the share of production from such well !ccruing

to such cai ried well operator's unleased interest in the ',rilling

unit idvolved herein, exclusive of any royalty, ex!ess or

overridilng royalty, or other non-operating or non-cost bearing

burden 4es arved in any lease, assignment thereof or ailreement

relating thereto covering such interest, equals three hundred

percent (3(!04) of the share of the cost of drilling and co>ipleting



the welll allocable to the occluded coalbed methane gas inlerest of

such Mr3ed well operator; plus one hundred percent (1001) of the

carried operator's share of the cost of surface eguipmen t beyond

the wellhead connection of such well allocable to the in1,crest of

such calrried well operator; u1ga one hundred percent (100'I) of the

share olf the cost of operating such well allocable to the x:eluded

coalbedi methane gas interest of such carried well operatic. Such

carried~ weL1 operator's proportionate part of the costs of, and the

production from, the well covered hereby is to be in the ps )portion

that thee rumber of net mineral acres in the unit covers(I by the

occluded coalbed methane gas interest owned or potential .y owned

by such ca~vied well operator bears to the entire number of mineral

acres in such unit. During the period of time Oxy USA, Inc. is
entitled Co receive such carried well operator's sIiare of

production or the proceeds therefrom, Oxy USA, Inc. shall pay all
applicable production, severance, excise, gathering and airy other

taxes bise( upon or measured by the value or amount of pri duction

and shalll separately calculate and pay to such carri sd well

operator fi>r payment to the appropriate owner any royalty, excess

or ove&iding royalty and any other non-operating or i,on-cost

bearing 'r.rden reserved in any lease, assignment the,.eof or

agreement relating thereto which is deducted from the naare of

production of such carried well operator. Such royalty, eicess or

overridijng royalty and other non-operating or non-cost bearing

burden $s sot to be subject to any charge for operatinci costs.
Payment gy Oxy USA, Inc. to such carried well operator of any such



royalty, iixcess or overriding royalty or other non-operating or

non-c+t kearing burden shall be made within ninety (90) di,ys after
the end oi the calendar month within which the productio]'ubject
to such burdens is sold. Within sixty (60) days a:,'ter the

completior of the well covered hereby, Oxy USA, Inc. shal:I furnish

such carried well operator an inventory of the equipmee': in and

connected to such well and an itemized statement of the cost of

drillinq, completing and equipping such well for product.Lon; and

for each month thereafter, during the time Oxy USA, Inc. Ls being

reimburSed as provided above, Oxy USA, Inc. shall furnisk, to such

carried wi ill operator an itemized statement of all ci,'sts and

liabilities incurred in the operation of such well, toget,ier with

a statSmeiit of the quantity of occluded coalbed metlizne gas

produced therefrom and the amount of proceeds realized I'rom the

sale of tha production allocable to such carried well opiirator's

interest in the unit during the preceding month. Oxy U~ A, Inc.

shall also furnish to the State Gas and Oil Inspector, ci pica of

the samk si:atements furnished to each carried well operatic under

the prokis:.ons hereof. Any amount realized from the sale iir other

disposlkion of equipment newly acquired in connection with any

operatiln iin the well covered hereby which would have bairn owned

by such cai ried well operator had such owner participated therein

as a pakicipating well operator shall be credited agai zst the

total unCovered well costs in determining when the interest of such

carried we Ll operator shall revert to such owner as dhiscribed

above. Mien Oxy USA, Inc. recovers from such carri i d well



operator '
i relinquished interest provided for abc'e, the

relinQisl ied interest of such carried well operate, r shall

automalicc lly revert to such owner, and from and af l.er such

reversion, such carried well operator shall be treat sd as a

partic@at ing well operator and shall own the same interesl. in such

well, the material and equipment in or pertaining thereto and the

product'ioz therefrom, as such owner would have been entitlid to had

such ~er participated initially as a participating well operator

in the di illing, completing and equipping of such wiill; and

thereafter, such owner shall be charged with and shall pay the

owner's proportionate part of the further costs of the c )eration

of such well.

(I) Each well operator herein pooled owning or pot >ntially

owning fan occluded coalbed methane gas interest below thai Tiller
seam ofl ccal in any tract in the drilling unit involve! herein

which ihterest is not subject to a lease is hereby accorded the

followikg options as to such interests:

(1)l l)articination: To participate in the working ,'.nterest

in and the development of the occluded coalbed methane g!s below

the Tiller seam of coal in the drilling unit involved hi,rein by

agreeiQ tv pay such well operator's proportionate part of the

actual clast of drilling, completing, equipping, operating, I',lugging

and abakdoning of the well covered hereby and by paying as set
forth h ein, to Oxy USA, Inc., such owner's proportionate part of

the $221i,955.00 estimated cost of drilling, completing, eeiipping,

operati+, plugging and abandoning of the proposed well icovered

10
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hereby. In lieu of such payment, furnishing to Oxy U )A, Inc.

securigy iiatisfactory to Oxy USA, Inc. for the payment thereof

within fo]Cy-five (45) calendar days of the date of this Order.

A pa&icl pating well operator's proportionate part of the

anticiphted cost of completion and share of the product Lon from

such weil shall be in the proportion that the number of net, 'mineral

acres in the unit covered by the occluded coalbed metliane gas

rights owr,ed by such party hears to the entire number of mineral

acres in this unit; or

(1$) Cash Consideration: In lieu of participatinil in the

well is ~coimected, free and clear of all costs, expenses aiid risks

incuM in or in connection with drilling, equipping, opi,rating,

couplet/ng, plugging and abandoning of such well. B,iy well

operator e],ected this option shall deliver under this Order a net

revenue interest of 87.508 of 8/Sths of the occluded coalbed

methane Igaii and gas condensate produced from the well cori ared by

this Og

deducti+
provided,

er with such net revenue interest heing deteraiLned by

from such owner's share of production the royalty

fair immediately above; and provided further, tt it such

working iiiterests in and the development of the pools in the

drillimg unit involved herein, to elect to receive a su.i of ONE

DOILAR ($1.00) per net mineral acre owned by such owner plus a

total r0ya Lty in the amount of one-eighth of eight-eighthi< (1/8th

of 8/Sos) of the occluded coalbed methane gas and gas caiidensate

produced from the well covered by this Order, the sesqui to be

deliverhd ..nto the lease tanks or into the pipelines to wh,.ch such

11
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royalty o>'/8th of 8/8ths and such net revenue interest : f 87.504

of 8/8tIhs shall be proportionately reduced and payable on.'y in the

proportIioI, that the number of net mineral acres in the drilling

i htit carvel ed h the occluded coalhed methun ane gas r g s owned by

such we'll operator bears to the entire number of mineral acres in

this unit; or

(ilii) Carried Tnterest>Xn lieu of participating in the

workingl ii >tercet in and the development of the pool in the

drillin4 i<nit involved herein as set forth in subparag, aph (i)
above, 6r <>lecting the option set forth in subparagraph (i:,) above,

to elect, to share in the operation of the well covered 8 >rehy on

a carried basis (as a carried well operator) so t lat the

proportionate part of the actual cost of drilling, ccm,>leting,

eguippipg, operating, plugging and abandoning of sl><d> well

allocable to such carried well operator's interest is charged

against~su<:h carried well operator's share of production f:.om such

well and t)<at all of such carried well operator's occluded coalbed

methanelga<I rights below the Tiller seam of coal in the ools in

the drilllirg unit involved herein are relinguished under th..s Order

to Oxy 48A, Inc. until the proceeds from the sale of the <hare of

production from the well accruing to such carried well opirator<s

unleased occluded coalbed methane gas interest in the drill, ng unit

involved herein, eguals two hundred percent (2004) of the ,hare of

the cosf <>f drilling and completing the well covered hereby

allocablle to the unleased interest of such carried well operator,

giga one huldred percent (1004) of the share of the cost of surface

12
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equipzm)nt beyond the wellhead connection of such well alii cable to

the unlleased occluded coalbed methane gas interest of sucI. carried

well ogritor; plus one hundred percent (1004) of the carried

operatar'N, share of the costs of operating such well alii,cable to
such ca~ied well operator. Such carried operator's props,rtionate

part of the costs of, and the production from, the well covered

hereby iis to be in the proportion that the number of ne1, mineral

acres ih the unit covered by the unleased occluded coalbe<l methane

gas intercist owned by such carried well operators beari to the

entire 6umser of net mineral acres in this unit. During a period

of tim» Qy USA, Inc. is entitled to receive such ca .ed well

operator's share of production or the proceeds therefrom, )xy USA,

Inc. shal:. pay all applicable production, severance, excise,

gathering and any other taxes based upon or measured by t'ie value

or amount )f production.

Withis sixty (60) days after completion of the well covered

hereby,icxr USA, Inc. shall furnish such carried well opei ator an

invento+ i>f the equipment used in and connected to such iiell and

an itemkzel statement of the actual cost of drilling, coiyleting

and equilppf ng such well for production; and each month thereafter,

during the time Oxy USA, Inc. is being reimbursed as ',rovided

above,

an item(zec

USA, Inc. shall furnish to such carried well o!,erator,

statement of all costs and liabilities incurre in the

operati+ c f such well, together with a statement of the i,uantity

of occluded coalbed methane gas produced therefrom and thi! amount

of procelede realized from the sale of the production allocable to

13



such carr:.ed well operators unleased occluded coalbed mal hane gas

intere4ts in such unit during the preceding month. Oxy I:SA, Inc.

shall Sls ) furnish to the State Gas and Oil Inspector for the

Commoawlsa] th of Virginia, copies of the same statements ',urnished

to each c Lrried well operator under the provisions here >f. Any

amount lrealized from the sale or other disposition of the n guipment

newly a&quired in connection with any operation on the wel,l covered

hereby which would have been owned by the carried well operator,

had suoh owner participated therein as a participat.lng well

operator, shall be credited against the total unrecovered well

costs in determining when the interest of such carr'.ied well

operatoi shall revert to such owner as described above. 'Ihen Oxy

USA, Ino. recovers from such carried well operator's rel .iquished

interest, Ae amount provided for above, the relinquished .nterest

of such carried well operator shall automatically revert to such

owner, ,anc, from and after such reversion, such carri ad well

operator shall be treated as a participating well operiitor and

shall own the same interest in such well, the mater i.al and

equipmeht .Ln or pertaining thereto and the production th refrom,

as such cwner would have been entitled to had su , owner

particigtcd initially as a participating well operator in the

drilling, completing and equipping of such well, and the'.,aafter,

such ~er shall be charged with and shall pay such owner's

proportionate part of the further costs of the operation

well.

vf such

14



OQ USA, Inc. has introduced a proposed model: perating

agreeimjnt, The proposed agreement was not complete or iiigned by

the pazltic s. Since the agreement is not endorsed or complete, the

Board peiCher adopts nor rejects the proposed model i,perating

agreemmnt. Leave is given to Oxy USA, Inc. to tender a i.omplete,

endorsed operating agreement for this unit. In the ~vent of

conflict letween terms and conditions in the complete, endorsed

operatihg agreement, the terms and conditions in this Boa 's Order

shall cpntrol.

(6) In the event a well operator, either an owniir of an

occluded c:oalbed methane gas lease or an owner of an pleased

tract, Vha is subject to the provisions of this Order sh ill fail
to time).y and properly elect, in writing, one of the axi>licable

options as set forth above, such well operator shall be >emed to

have elected not to participate in the working interest in Ae well

coveredihe:.eby as to the pools involved herein and shall ki> deemed

to have disused his interest in the occluded coalbed metha i> gas to

the desjgnuted coalbed methane gas well operator. In the event a

well ogre':or, either an owner of a lease interest or an wner of

an unleksel interest, who is subject to the provisions of this

Order egal.t elect to act as a participating well operate,r under

5.A.(i) or B.(i) above, whichever is applicable, but th, reafter

fail or ~effuse to pay or secure the payment of such well opiirator's

proportionate part of the cost of the well covered hereby as set
forth in etch provisions, such election to act as a parti<,ipating

operators wider this Order shall be null and void and su Hx well

15
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operatdr idMLll become a carried well operator consistent with the

terms Pd provisions of this Order.

(7I) Any well operator involved herein who has not appeared

in resQnise to the notice of hearing published pursua; to the

provisilons of Section 45.1-361.19, Code of Virginia, .950, as

amendedI, end whose identity or whereabouts remains unRncnin at the

concluslior of the hearing conducted in this matter shall j,a deemed

to have e] ected not to become a participating well opera Cor, but

shall be ileemed to have elected to be a carried well <i9erator.

Such ca+lsd well operator's share of'roceeds under the pi ~visions

of thi4) Order, after the payment therefrom of all well costs

properly allocable thereto consistent with the provisions of this

Order, sh«ll be paid to the Virginia Gas and Oil )Seward and

Treasur4r of Virginia and held in a separate escrow acc«unt for

such cagriid well operator's benefit. Such carried well oui orator's

share of p ."oceeds shall be deemed unclaimed property and «hall be

dispose4 of as provided in The Uniform Disposition of U«claimed

Propert/ Act, Section 55-210.1, W aeg., Code of Virginia, 1950 as

amended~ 'Phe State Gas and Oil Inspector shall receive ny such

funds a+ «dminister these designated accounts.

(8) )my cash bonus which becomes payable by Oxy USIA, Inc.

under ~e Xrovisions of 5.B.(ii), above, shall be paid or ',endered

within thi]<y (30) days after the date of this Order; n:iovlded,

however,~ if the owner entitled to such funds releases the inane, or

if such owr.er's interest in the unit involved in this causa has a

defect 6 cloud in the title thereto, or if such owner mot be

16



paid sdch funds for any reason whatsoever other than thai reasons

set fo~ in paragraph 1 and 7 above. Oxy USA, Inc. ma;I deposit

(credi)) such funds due such party into an internal escrow'ocount

establijshcd in the accounting records of Oxy USA, Inc. and such

funds )ha.'.1 be credited to such account for the benefit of such

owner. Srch funds so deposited (credited) in such escroti account

shall be beld for the benefit of the owner entitled ther<ito until

such few can be paid to such owner, or such owner aces its such

funds, br until such title defect or cloud is cured or r» aoved to

the satllsfaction of Oxy USA, Inc.

(9) 3xy USA, Inc., in addition to any other rights afforded

such pagy under the laws of Virginia, shall have a lieii on the

mineral liesehold estate or rights owned by the otliar well

operators ..nvolved herein in the unit covered hereby and up )n their

shares 4f 1,he production from the well covered hereby to th t extent

that ccjst<, incurred in the development and operation of the

drilling md.t involved herein are a charge against such inl,crests.

Such linens shall be separable as to each separate well oper <tor and

shall relmain a lien until all costs incurred in connection irith the

well halve been paid. Upon the failure or refusal of any

particixlatl.ng well operator to pay such well opirator's

proportilonc.te Part of any cost incurred hereunder in cd nection

with thd willi covered hereby, shall be entitled to remi ive the

share of Eroduction from the well accruing to such de aulting

participting well oPerator's interest in the unit involved herein,

or the pgoceeds from such share, until such proportionate part of

17



such c)st has been paid. No part of the production or proceeds

accruirLg to any participating well operator shall be appliiid toward

payment o:.'osts chargeable to any other interest in sn .h unit.

If any pa <icipating well operator fails or refuses to pay such

well operator's proportionate share of the cost incurred hereunder

in coWction with the well covered hereby within sixty ,'60) days

after rkndition of a statement therefore by Oxy USA, Inc., the non-

defaulting participating well operators, including Oxy US a, Inc.,
shall, upon request by Oxy USA, Inc., pay the unpaid amount in the

proportion that the interest of each such non-dci[aulting

participating well operator bears to the total interesti of all
such nein-c,efaulting well operators. In such event, e!ch non-

defaultkng participating well operator so paying s > well

operator's share of the unpaid amount shall, to obtain

reimburfemsnt thereof, be subrogated to the lien rights iscribed

above.

(19) :If the well involved herein has not been commenc uR as of

the datW of this Order, shall commence or cause to be commenced

operatidns on such well within three hundred and sixty-five days

(365) dkys from the date of this Order and in any event, shall

continue os cause to be continued operations under this Oz;,er with

due diligince; otherwise, the provisions thereof sh all be

inoperagivc and this Order shall terminate, except for a ay cash

sums besom) ng payable hereunder, unless the time of coawincement

of such loperation is extended by an Order of the Board.
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(%1) Oxy USA, Inc. shall, within thirty (30) da> s, after
compleliosi, tender to the State Gas and Oil Inspector an itemized

statemelnt reflecting the actual cost of drilling, ei,uipping,

compleginc, plugging and abandoning the well. Additional itemized

statemejntl reflecting actual operating costs shall be fun ished to

the State Gas and Oil Inspector on a quarterly basis. If the

actual co,its of drilling, completing, equipping, plug!iing and

abandognq the well is different than Oxy USA, Inc.'s en Cimates,

approprt).ate adjustments to the burdens imposed ' each

participating or carried operator's share shall be made.

(1$) Oxy USA, Inc. shall cause a certified copy of t)~ls Order

to be mhiled to the last known address of each well ope, ator as

listed 4n >is Order.

Th4 rslief granted by this Order is to avoid the dr ..ling of

unneces4arr wells, prevent the various types of waste or i@eluded

coalbed, methane gas and protect the correlative rights of all
owners Wite respect to the pools in the drilling unit

herein. i

nvolved

Alii mimLbers present and

i.y.f P~ in agreement done and execu

1990

ed this

Done znd performed this

1990, by oxder of this Board.

day of
I

Priefipal Executi~o th ~ i Staf f,
'Virginia Gas au8 Oil Board
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C'tate of Visi
County of Wg

gin La

shi ~ton g~ca this a, e BAzw~~, is%'0,wledg+
.,""yyrso ly

~

.'z'g%hai

»izur3

before me a notary public in and for the State of Virl,Lnia
ny Wampler, being duly sworn did depose and say that ) s is
the Virginia Gas and Oil Board, that he ezecuted the semi and

".o do so.

e>;pires 9/23/92

State of Virgin! a
County of Waghlxgton

C''
day of C/4C~M, l9

1 ref >re me a notary public in and for the State of Virg nia
Shames Fulmar, being duly sworn did depose and say that h > is

.:~'princ ~ lve to the Staff of the Virginia Gas and Oil Board, thai he
)la a was authorised to do so.

Hy ssi en pires 9/23/92
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VIRGINIA. In the Cle dr'e OSee of the 't Court of Buchanan County. The foregoing inetrum1at
wse this dsy presented in~ ofBce sfonrndd ie, ther with the eefgtiiegte of scknowledgntent spear I d,
admitted to reogLd tbie I~K........de of ...............,19~.............ill.JN..
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